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The Use and Economic Impacts of ICT at the Macro-Micro levels in the Arab Gulf Countries
Abstract
In this paper we use some primary micro data from the firm survey of Nour (2002b) and
some secondary cross countries data to examine four stylised facts on the use and
economic impacts of ICT at both macro-micro levels in the Arab Gulf countries. We
find that at the macro and micro levels the demand for ICT (measured by the use and
spending on ICT) is characterizing by considerable dynamism over time, i.e. shows a
dynamic increasing trend across countries, but an opposite decreasing trend across firms.
At the macro level the use/demand for ICT shows a normal demand curve decreasing in
price and increasing in income (measured by GDP per capita). Our results are consistent
with the conventional view on the relationship between demand and income, i.e. a high
population access to Internet, telephone and mobile is corresponding to a high GDP per
capita. We find that the use of Internet is consistent with the conventional downward
sloping demand curve in price, i.e. a fall in the price of Internet service is corresponding
to a more population access to Internet. Different from the conventional downward
sloping demand curve in price, somewhat surprising the use of telephone show upward
sloping demand curve in price, i.e. a rise in the price of telephone service is correlated
with a more population use of telephone. At the micro level, total spending on ICT
increases in firm size (capital and labour) and industry level. At the macro level, the use
of Internet and mobile shows positive significant correlations (complementary
relationships) with the use of telephone. At the micro level, the use/total spending on IT
(computer) shows positive significant correlations (complementary relationships) with
both telecommunication and ICT training. At the micro level, we find positive
correlations between the total spending on ICT, output and profit. At the macro level,
spending on ICT as percentage to GDP shows a positive significant correlation with
GDP- as indicator of economic growth- and a positive insignificant correlation with
schooling. Therefore, the total spending on ICT shows positive but somewhat
inconclusive economic impacts at both micro and macro levels in the Gulf countries.
Keywords: The use of ICT, ICT market, ICT impacts, Gulf countries.
JEL classification: O0, O3




In the recent years the diffusion of information and communication technologies (ICT)
and the influences they create on economic systems increased rapidly in both the
developed and developing countries.
In  this  paper  we  examine  the  use  and  economic  impacts  of  ICT at  the  macro-
micro levels mainly in the Arab Gulf countries. Our paper is organized as follows:
Section 1 presents an introduction and briefly shows the theoretical and empirical
literature on the effect of ICT and the relationship between ICT and economic growth as
confirmed in the endogenous growth literature. Next we examine the first and second
stylised  facts  on  the  status,  nature,  trend  and  determinants  of  the  use  and  demand for
ICT  at  the  macro-micro  levels  in  the  Arab  Gulf  countries  in  Section  2.  Section  3
discusses the third and fourth stylised facts on the economic impacts of the use of ICT at
both macro and micro levels in these countries, finally Section 4 concludes.
1. Theoretical and empirical literature on the relationship between ICT and
economic growth
Both the rapid development in ICT and the recent trend of globalization and their
various influences in different economic systems have been an exciting and interesting
recent research issues that received increasing interest amongst economists in both
developed and developing countries.
While  it  is  admitted  that  the  impacts  of  ICT  like  many  other  forms  of
technological progress is difficult to measure, many recent theoretical and empirical
literature use several indicators to approximate their effects in economic growth. For
instance,  some  recent  studies  use  an  index  of  investment  or  expenditures  on  ICT,  IT,
computer or computer equipment and provide robust results showing the various
influences on economic growth, productivity, employment, work organization and skill
upgrading. Several studies in the literature examine the positive impacts of ICT mainly IT
on productivity (cf. Hitt and Brynjolfsson, 1996; Brynjolfsson and Yang, 1996), growth
and development (cf. Jorgenson and Stiroh, 1995, Phojola; 2000, 2001), work place
organization (cf. Bresnahan, Hitt and Brynjolfsson, 1999) and skill upgrading (cf. Hwang,
2000). One interesting finding in the literature emphasis the importance of ICT for
enhancing economic growth not only directly, but also indirectly through the
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complementary relationships between ICT, human capital/skill and skill upgrading. For
instance, several studies use many indicators to examine the complementary relationships
between technological progress as measured by ICT and human capital as measured by
the increasing utilization of higher educated workers (cf. Goldin and Katz, 1998;
Bresnahan et al. 1999; Autor, Katz, and Krueger, 1998 Acemoglu, 1998). In conjunction
with these interpretations, some studies explain the relationship between ICT, IT or
computer use and skill upgrading defined by the increase either in the incidence of
training (cf. Bresnahan, 1999) or the share of high skilled workers (cf. Autor, Katz and
Krueger, 1998; Bresnahan, 1999; Hwang, 2000). On the other hand, along with the
interpretation of skill– biased nature of technical change, some studies investigate some
negative impacts of the increasing use of IT or ICT (cf. Bound and Johnson, 1992;
Berman Bound and Griliches, 1994; Freeman and Soete, 1994; Acemoglu, 1998; Autor,
Katz,  and  Krueger,  1998).  Moreover,  some  studies  raised  the  controversy  that  the
increasing use of ICT may have some negative impacts for the developing countries,
particularly, because of intensifying competition and creating more comparative
advantageous for developed countries and hence widening the already existing gap and
digital divide between the developed and developing countries.
In light of the above background and given the relatively few studies (cf. Nour,
2006) that explain only limited aspects of ICT market in the Arab countries, it may be
useful in this paper to examine both the use and economic impacts of ICT mainly in the
Arab Gulf countries. In this paper we will be focusing only in the Arab Gulf countries
that would be more relevant mainly because of the heavy concentration of ICT market in
these countries and therefore the corresponding economic impacts is expected to be
more important than the other Arab countries. Our study therefore may be interesting to
contribute to recent effort aimed at building the information and knowledge society in
the region and it will fill important gap in the literature dealing with Arab countries. Our
analysis in this paper is important, interesting and differs from earlier studies, since we
present a comparative macro-micro analysis to examine ICT market in these countries.
In addition, we use the most update and relevant data wherever available.
One limitation of our analysis in this paper is related to the limited scope of our
analysis, since we explain only the economic impacts and the use/demand side of ICT
market  in  the  Arab  countries.  While  we  admit  that  it  is  also  essential  to  investigate  the
supply side of ICT market in these countries, our analysis, will not cover the supply side,
mainly due to the scarcity of necessary information. Which may be related to the
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somewhat monopolistic structure of the supply side as can be seen from the limited
number of Internet services providers (IPS) in most of the Gulf countries (except Saudi
Arabia), we leave that for more in-depth analysis in the future. Other limitation of our
analysis is related to scarcity of an updated information at the macro level and the limited
numbers of observations for some variables used in our analysis at the micro level that
constitute some limitations of our regressions results. Apart from these limitations our
paper is useful to improve understanding of ICT market and the corresponding
economic impacts in the Arab region.
Our paper aims to examine both the use/demand and economic impacts of ICT
at both macro-micro levels in the Arab Gulf countries, in particular, our aim is to test the
following four stylised facts:
1. At  the  macro  and  micro  levels,  the  demand for  ICT (measured  by  the  use  and
spending on ICT) is characterizing by considerable dynamism: shows a dynamic
increasing trend over time across countries but a decreasing trend over time
across firms.
2. At the macro level the use/demand for ICT shows a normal demand curve
decreasing in price and increasing in income (measured by GDP per capita). At
the micro level, spending on ICT increases in firm size (capital and labour) and
industry level.
3. At the macro level, the use of Internet and mobile shows positive significant
correlations (complementary relationships) with the use of telephone. At the
micro level, the use of/ total spending on IT (computer) shows positive
significant correlations (complementary relationships) with both
telecommunication and ICT training.
4. At the macro and micro levels spending on ICT show positive but inconclusive
economic impact.
To examine the four stylised facts presented above, we use the descriptive approach and
OLS technique.  Our  analysis  at  the  micro  level  uses  primary  data  based  on  the  results
obtained from the survey of Nour (2002b) that cover the medium and large size firms
which are active in the chemical  and metal  industries in the United Arab Emirates as a
case  of  the  Gulf  countries.  Our  analysis  at  the  macro  level  uses  the  secondary  data
presented in Table 1 below.
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Table 1- The use and economic impacts of ICT in the Arab Gulf countries (2000–2003)
Bahrain  Kuwait Oman Qatar Saudi Arabia UAE
Internet a 247 106 66 115 62 337
Telephone a 263 204 84 289 144 314
Mobile a 583 519 171 438 217 696
($ per 20 hours of use) a 39 25 24 22 35 13
(% of monthly GNI per capita)a 4 2 4 1 5 1
(per three minutes) a 2 2 1 2 2 2
GDP PC a 15196 14455 11813 19844 11377 22420
GDP PC b 17170 16240 13340 19844 12650 22420
GDP a 7594046 27000650 15601980 NA 165504500 56380000
GDP b 7.7 35.4 20.3 17.5 188.5 71
ICT/GDP c 2 2.73 NA NA 7.6 1.77
School life expectancy d 13 8.7 8.7 13.1 9.5 10.7
Mean years of Schooling year e 6.1 6.2 0.9 5.8 3.9 5.6
Sources: (a) World Development Indicators database and International Telecommunication
Union, (b) UNDP (2004), (c) ESCWA (2003), (d) UNESCO-UIS database (2005), (e) Barro and
Lee database (2000), (f) WITSA (2002).
2.1 The status of ICT in the Arab Gulf countries
Earlier studies explained that the Arab countries are still falling far behind the advanced
world countries and the international level in terms of both the use and spending on ICT
(cf. Nour, 2002a; Nour, 2006). More recent information from the ITU indicates that the
growth rate of main telephone lines falls below the world average, however, the growth
rate of cellular subscribers increased faster than the world average throughout the period
(1996-2003). Within the Arab region, we observe the substantial disparity in terms of
ICT diffusion across the Arab high, medium and low income groups. In particular, the
Internet users, telephone mainlines and cellular subscribers are mainly concentrated in
the Arab high income Gulf countries. For instance, in 2002 the average share of high,
medium and low income respectively accounted for 81%, 17% and 2% of total Internet
users; 68%, 27% and 5% of total access to telephone mainlines, and 78%, 16% and 6%
of total cellular subscribers in the Arab countries. Table 2 below indicates that despite the
fact that the population in the Gulf countries accounts only for 11% of total Arab
population, due to high GDP per capita they dominate ICT market in the Arab region,
the Gulf population accounts for 70%, 55% and 71% of total Arab population using the
Internet, telephone and mobile. In this paper, our analysis in the next sections will be
focusing only in the Arab Gulf countries, mainly because the anticipated corresponding
economic  impacts  is  likely  to  be  more  important  than  the  other  Arab  countries  due  to
the heavy concentration of ICT market in these countries. Table 3 below illustrates that
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in terms of both ICT use index and PC purchasing power over the period (2002-2003),
the average for the Gulf countries is higher than the average for all Arab countries.2
Table 2- Demand for and Supply of ICT: total Population, percentage of total population with access to





























2002 2002 2002 2002 2002 2002
United Arab Emirates 2.9 (1) 22,420 1 313.2 (24) 291 (12) 647 (18)
Qatar 0.6 (0.2) 19,844 1 113.4 (9) 286 (12) 433 (12)
Kuwait 2.4 (0.8) 16,240 3 105.8 (8) 204 (9) 519 (14)
Bahrain 0.7 (0.2) 17,170 1 245 (19) 261 (11) 579 (16)
Oman 2.8 (0.9) 13,340 NA 70.0 (5) 92 (4) 183 (5)
Saudi Arabia 23.5 (7.9) 12,650 21 64.6 (5) 151 (6) 228 (6)
Average [total] Gulf [32.9] (11.1) 16,944 [27] (70) (55) (71)
Average [total] Arab states [296.6] 5,069 28.0 81 85
Norway 502.6 734 844
Sweden 5731 736 889
United States 551.4 646 906
United Kingdoms 423.1 591 814
Korea, South 551.9 489 679
Singapore 504.4 463 796
Source: UNDP (2004) Human Development Report (2004).
Table 3- ICT use index and PC purchasing power in Arab Gulf countries 2002- 2003
End of 2002 IC use
Index
End of 2003 IC use
Index
PC units purchasable by GDP per capita
Bahrain 1.15 1.26 11.39
Kuwait 0.95 1.17 15.13
Qatar 0.75 0.92 23.05
Oman 0.35 0.39 6.66
Saudi Arabia 0.50 0.61 7.90
UAE 1.40 1.50 18.19
Average Gulf  0.85 0.975 3.03
Total Arab 0.22 0.27 2.27
Source: Madar Research Group: www.madarresearch.com
2 The  ICT  use  index  covers  four  ICT  parameters:  PC  installed  base  and  the  number  of  internet  users,
mobile phones and fixed lines.  The index is calculated by adding up the values of these four parameters
and dividing the sum by the country’s population figure. A higher index score indicate more aggressive
ICT adoption in the country under question. Higher PC purchasing power may reflect more aggressive
attitude toward PC purchase.
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2.2 The trends and determinants of the use and demand for ICT at
the macro-micro levels
Based on the above backgrounds, in this section it is useful to focus our analysis in the
Arab Gulf countries. We first investigate the first stylised fact that at the macro and micro
levels, the demand for ICT (measured by the use and spending on ICT) is characterizing
by considerable dynamism, i.e. shows a dynamic increasing trend over time across
countries but a decreasing trend over time across firms. For instance, Figures 1-3 below
corroborate the first stylised fact that the use of telephone, mobile and Internet show a
considerable dynamism with increasing trends over time at the macro level across the
Gulf countries during the period (1992-2002). In contrast to the macro level, at the micro
level Figure 4 below shows a dynamic but a considerable tremendous decreasing trend
over time (over the period 1999-2001) in total spending on ICT across firms -except small
increase within the metal firms. This micro result can be attributed to a lack of plans for
critical expansion on ICT or general contraction in total spending on ICT across firms.
During the period (1999-2001) the uses of ICT (61%) increased faster than that of other
technologies  (56%)  across  all  respondents  firms  in  the  firm  survey  conducted  by  Nour
(2002b)- cf. Figure 5. At the micro level, the heavy concentration and large share in total
ICT spending across the chemical and large size compared to metal and medium size
firms indicate a considerable disparity in the use of ICT across firms- cf.  Figure 6.  This
result implies considerable disparity across firms in terms of the total spending and the
use of ICT according to firm size and industry level (1999-2001), i.e. large size and
chemical firms tend to spend more on ICT compared to medium size and metal firms
over the period. The share of large size firm exceeds 90%, while the share of medium size
firms remain less than 10% of total ICT spending over the period (1999-2001). Similarly,
the share of chemical firms wide-ranging between more than 90% to near 60% while the
share of metal firms wide-ranging between less than 10% to near 40% of total ICT
spending over the period (1999-2001).
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Figure 1: Access to main telephone lines in the Gulf countries (Per 1,000 population) (1992–2002)
Sources: World Development Indicators database and International Telecommunication Union
Figure 2- The use of Internet in the Gulf countries (Per 1,000 population) (1992–2002)
Sources: World Development Indicators database and International Telecommunication Union
Figure 3- The use of mobile cellular telephones in the Gulf countries (Per 1,000 population) (1992–
2002)
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Figure 4 –Trend of Total ICT Spending across firms (1999-2001) (Million UAE Dirhams)



























Source: Survey of Nour (2002b)
Figure 5- The increasing use of technology and ICT across firms, 1999-2001
Source: Survey of Nour (2002b)
Figure 6 – The share and trend of total spending on ICT across firms (1999-2001)
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Our results in Tables 4-5 below prove the second stylised fact concerning the
determinants of the use/demand for ICT that at the macro level the use of/demand for
ICT shows a normal demand curve decreasing in price and increasing in income
(measured  by  GDP per  capita).  At  the  micro  level,  spending  on  ICT increases  in  firm
size (capital and labour) and industry level. Table 4 illustrates that at the macro level the
use of/demand for ICT shows a normal demand curve decreasing in price and increasing
in  income  (measured  by  GDP  per  capita).  Mainly  the  use  of  Internet  seems  more
sensitive and highly correlated with income level but less sensitive and negatively
correlated to price at the macro level. Similarly, the use of telephone and mobile are
highly sensitive and positively correlated to income (measured by GDP per capita). The
correlation with GDP per capita is more significant with respect to telephone and mobile
respectively than Internet. This result may imply that consumer’s preference –
corresponding to purchasing power, income or GDP per capita- seem to be in favor of
or more sensitive towards the use of telephone and mobile than the Internet, which may
not be surprising in light of a considerable illiterate population, since the use of Internet
requires more and specific literacy.3 So the majority –including illiterate- of
consumers/population may prefer to use telephone and mobile than Internet. Somewhat
surprising the use of telephone is positively correlated to price. An inverse relationship
between the demand and price of telephone may imply that even with the increasing
price, the use of telephone will not going to diminish, i.e. telephone service is a necessary
service for consumers in these countries. Table 5 below shows that at the micro level,
total spending on ICT across firms is determined by/increases in firm size (capital and
labour) and industry level- see also Figure 6 above.
Table 4- Determinants of ICT use: demand, price, GDP per capita across the Gulf countries (2002-2003)






















































**. Correlation is significant at the 0.01 level (1-tailed)
3 The average illiteracy rate for the Gulf population (15 years and above) is 18.6%- cf. UNDP-HDR (2002)
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Table 5– Total spending on ICT, labour and capital across firms (1999-2001)




















































*.  Correlation  is  significant  at  the  0.05  level  (1-tailed),  **.  Correlation  is  significant  at  the  0.01  level  (1-
tailed). Note (1) Log value for all estimated variables: ICT, labour and capital.
3. The economic impact of ICT at the macro-micro levels
Considering the above discussion on the use and determinant of ICT, in this section we
examine  the  third  and  fourth  stylised  facts  on  the  economic  impacts  of  ICT  at  the
macro-micro levels. Table 6 below substantiates the third stylised fact that at the macro
level, the use of Internet and mobile shows positive significant correlations
(complementary relationships) with the use of telephone. Our results summarized in
Table 7 below corroborate the third stylised fact at the micro/firm level concerning the
complementary relationships between the use of/spending on computer,
telecommunication and training which can be read as complementarity between
technology and upskilling (cf. Colecchia and Papaconstantinou, 1996; Bresnahan and
Hitt, 1999). Muysken and Nour (2006) find complementary relationships between skill,
technology (ICT) and upskilling (ICT training). For instance, from these results we
observe the complementary relationship between the share of high education and the
share of expenditure on ICT, which can be seen and understood as complementarity
between skill and technology (cf. Goldin and Katz, 1998; Acemoglu, 1998). We find a
complementary relationship between the share of high education and the share of
expenditure on ICT training, which can be interpreted as complementarity between skill
and upskilling. (cf. Muysken and Nour, 2006: p. 969)
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Table 6- The complementary relationship between the use of Internet, telephone and mobile at the macro


















































**. Correlation is significant at the 0.01 level (1-tailed)




























































































*.Correlation is significant at the 0.05 level (1-tailed), **. Correlation is significant at the 0.01 level (1-tailed)
Finally Tables 6-8 prove the fourth stylised fact on the economic impacts at the macro-
micro levels. That is at both macro and micro levels spending on ICT show positive but
inconclusive economic impact. At the macro level, to examine the economic impacts of
ICT  spending  in  the  Gulf  countries  we  use  the  data  presented  in  Table  1  above.  Our
results are summarized in Table 6 above illustrate that the increase in ICT spending in
the Gulf countries is positively and significantly correlated with economic growth -as
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measured by GDP- but negatively correlated with GDP Per capita. The total spending
on ICT relative to GDP also shows a positive but statistically insignificant correlation
with schooling. Therefore, using ICT spending data illustrated in Tables 1 above the
regression results in Table 6 above show an inconclusive economic impacts of ICT
spending at the macro level in the Gulf countries. We examine the relationship between
the total expenditures on ICT, profit and output, Table 8 below illustrates plausible
positive4 significant correlations between total expenditures on ICT and capital and total
output (total sales value) and positive insignificant correlations with profit. These results
prove the fourth stylised fact concerning the positive correlation between ICT and input-
output indicators at the micro/firm level.
Table 8– Total spending on ICT, labour capital, output and profit across firms (1999-2001)





































































*.Correlation is significant at the 0.05 level (1-tailed), **. Correlation is significant at the 0.01 level (1-tailed)
Our findings concerning the positive significant correlations between ICT and output
and insignificant correlation between ICT and profit imply an inconclusive effect at the
micro level.5 The macro observations are consistent with the recent literature indicating
the growing but limited effects of ICT diffusion in the developing countries due to a lack
of sufficient investment in the complementary infrastructure such as education, skills and
technical skills. (cf. Pohjola, 2002; Kenny, 2002). Therefore, these results prove the
fourth stylised fact in Section 1 above about the inconclusive effect of ICT at the micro
level.
4 Except in 2000, the correlations between ICT and both output and profit are negative.
5 At the aggregate level when using the most recent data (2002) on the share of spending on ICT relative to GDP
across four Gulf countries: Bahrain, Saudi Arabia, UAE, and Kuwait, we find an inconclusive effect of ICT. Because
the share of spending on ICT/GDP shows a significant positive correlation with GDP, but a significant negative
correlation with GDP per capita across the four Gulf countries.




In this paper we use some primary micro data from the firm survey of Nour (2002b) and
some secondary cross countries data to examine four stylised facts on the use and
economic impacts of ICT at both macro-micro levels in the Arab Gulf countries. We
find that at the macro and micro levels the demand for ICT (measured by the use and
spending on ICT) is characterizing by considerable dynamism over time, i.e. shows a
dynamic increasing trend across countries, but an opposite decreasing trend across firms.
At the macro level the use/demand for ICT shows a normal demand curve decreasing in
price and increasing in income (measured by GDP per capita). Our results are consistent
with the conventional view on the relationship between demand and income, i.e. a high
population access to Internet, telephone and mobile is corresponding to a high GDP per
capita. We find that the use of Internet is consistent with the conventional downward
sloping demand curve in price, i.e. a fall in the price of Internet service is corresponding
to a more population access to Internet. Different from the conventional downward
sloping demand curve in price, somewhat surprising the use of telephone show upward
sloping demand curve in price, i.e. a rise in the price of telephone service is correlated
with a more population use of telephone. At the micro level, total spending on ICT
increases in firm size (capital and labour) and industry level. At the macro level, the use
of Internet and mobile shows positive significant correlations (complementary
relationships) with the use of telephone. At the micro level, the use/total spending on IT
(computer) shows positive significant correlations (complementary relationships) with
both telecommunication and ICT training. At the micro level, we find positive
correlations between the total spending on ICT, output and profit. At the macro level,
spending on ICT as percentage to GDP shows a positive significant correlation with
GDP- as indicator of economic growth- and a positive insignificant correlation with
schooling. Therefore, the total spending on ICT shows positive but somewhat
inconclusive economic impacts at both micro and macro levels in the Gulf countries.
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